DELOITTE & TOUCHE: IDAHO STATE LAND BOARD
STATE OF IDAHO ENDOWMENT FUNDS
2003 AUDIT PRESENTATION
DECEMBER 8, 2003

1. Auditors’ Reports issued

A.
B.

C.

D.

Report on General Purpose Financial Statements—Unqualified
Report on Compliance and on Internal Control Over Financial
Reporting Based Upon the Audit Performed In Accordance
With Government Auditing Standards—No instances of non-
compliance under Government Auditing Standards and no material
weaknesses in internal control over financial reporting—One reportable
condition regarding management review of manual journal entries
Report on Examination of Management’s Assertions—No exceptions
noted
Comment and Recommendations Report to Management

2. Review of Findings and Recommendations

A.

o a v

t

Manager of Investments should review and approve manual adjusting
entries

Implement accrual basis year end closing procedures — 2003 will be first
test of new 13™ period capability

Implement timely reconciliation process with Department of Lands --
incorporated in new data entry and reconciling process

Verify completeness of year end unsettled trades listing before posting to
ledger

Record investment purchases and sales separately rather than net



Fiscal Year 2003
Audit Summary
Manager’s Report

Key Findings:
1) Reportable Condition: No formal management review and approval of manual
journal entries.
a. Status: process implemented, full documentation beginning with July
2003; I review each individual journal entry on a monthly basis.

2) Observation: General ledger was not reported on an accrual basis at year-end.

a. Status: monthly accounting has been done on an accrual basis since July
2003.

3) Observation: Reconciliation problems with Lands Department early in FY03.
a. Status: lands receipts are reconciled daily, with any discrepancies
resolved immediately.

4) Observation: Purchases and sales of securities combined for reporting.
a. Status: purchases and sales have been reported separately since July 2003.

5) Observation: Year-end custodian statement contained erroneous data.
a. Status: receive only audited statements from current custodian; also have
replaced the custodian with one who can provide more accurate and timely
reporting.

General Comments:

Based on the findings of this year’s audit, we implemented a number of immediate
changes to our internal controls and processes. These changes have been in place for 3
months now, and are functioning properly. The revised procedures have been reviewed
by our new auditors, and they are comfortable that the changes we have made will
eliminate these audit exceptions going forward.



BALUKOFF LINDSTROM & Co., P.A.

Cenified Puhlic Accountants

877 West Main Street, Suite 805
Boise, idaho 83702

(208} 344-7150

FAX: (208) 344-7435
www . bico.com

November 3, 2003

Matthew Haertzen

Manager of Investments
Endowment Fund Investment Board
350 North 9" Street, Suite M-100
Boise, Idaho 83702-5459

Dear Mr. Haertzen:

We thank you and the Board for our appointment as auditors. As a prior auditor for your organization, we
understand many of the audit issues and the importance of the accuracy of the information you provide to
various agencies within the State of Idaho. We will work with you to ensure that the data you provide to
these agencies is accurate and timely.

We had an opportunity to review the audit reports and the management letter comments. We have spent
time with both you and Andy to determine the extent of the management letter comments and your
progress in overcoming them. We also have offered to assist you in developing procedures to rectify the
comments. Based on our recent discussions with you, it appears you have becn able to resolve these
matters without outside assistance. We commend you for your immediate responsiveness. In early
January 2004, we will be conducting some of the preliminary audit work and we will spend additional
time reviewing these areas, as well as vour overall control process, to determine all points have been
thoroughly resolved.

As indicated in our proposal, we plan on having regularly scheduled quarterly meetings with you and
your staff to ensure that there are no “surprises”. The tcamwork approach between the Endowment Fund
and Balukoff, Lindstrom & Co., is essential to achieving this. The meeting you scheduled last week to
discuss the change in custodians and the impact on the audit was extremely helpful in beginning this
process. As I indicted to you, so long as the transfer takes place at the first of the montiy, the accounting
and auditing should be fine.

Based on my review of the audit reports, the management letters, and my discussions with you and your
staff, it appears you are in good shape on your accounting matters as you move into this year. Please

don’t hesitate to call if you have matters in which we can assist you.

Very truly yours,
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